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Connecticut leads the nation in per capita income.
It has for years.  Protracted recession and plodding
recovery notwithstanding, that lead has even
widened, as shown in the graph directly below.  This
advance in per capita income, however, has not been
equally shared.  In truth, Connecticut’s growing
income lead is really the story of a burgeoning
Fairfield county economy.  The rest of the state,
though still well ahead of the nation, has seen its lead
slip.
Fighting to Hold On
Connecticut is no stranger to the high-stakes
scramble for high incomes.  A booming 1960s econ-
omy and massive Vietnam War spending combined
to give Connecticut a 26% per-capita income lead
over the nation in 1969.  But the end of Asian hos-
tilities and the beginning of an OPEC-orchestrated
recession cut that lead to 17% by 1976.  When the
U.S. economy recovered in the 1980s, Connecticut
roared to life.  The state’s per capita income lead
exploded, reaching a peak of 40% in 1989.  And
though the early 1990s recession was severe for
Connecticut, the state’s lead never dropped below
36%.  As the most recent data show, that number
has since rebounded to about 42% in 1997.
What statewide averages miss, however, is the
dominance of Fairfield County. Connecticut’s per
capita income may be soaring to new heights, but
the thanks go largely to Fairfield County.  The rest
of the state is fighting to just hold position.  
At the peak of the 1980s expansion, Fairfield
County topped the U.S. average by 85%.  By con-
trast, the rest of Connecticut led the nation by a
still impressive, but more modest 26%.  Fairfield
County’s low point came in 1991, when its advan-
tage over the U.S. slipped to a mere 78%.  By 1992,
Fairfield had already
passed its previous peak
and again began to
grow. By 1997, it tow-
ered 99% above the U.S.
average.  Meanwhile, for
seven consecutive years,
the rest of the state lost
ground relative to the
nation.  Only the most
recent 1997 data offers
hope that the long slide
may have ended.  In
1997, the income lead
for the rest of the state
grew for the first time in
eight years, up one small percentage point from its
1996 low of 21%. 
The income performance of the rest of the state
has been universally unspectacular (bar chart
below).  All the other Connecticut counties are
either at or below the positions they held in 1989.
Hartford’s lead dropped from 35% to 30%,
Litchfield from 33% to 22%, Middlesex from 33%
to 24%, and Tolland from 13% to 6%.  New
Haven is flat at 22%, while New London at 12% is
also little changed.  Windham, which had reached
the U.S. average by 1989, dropped to 6% below
that average by 1997.  For a slightly different take
on these numbers, see the scatterplot on page 3.  
Behind the Numbers
Unremarkable income growth in the counties
beyond Fairfield does not mean the rest of the state
is poor.  Even without Fairfield County,
Connecticut would rank an impressive third out of
fifty in state per capita income, behind New Jersey
and Massachusetts.  But that’s mostly because of
past achievements. The current performance of the
counties beyond Fairfield puts them in the middle
of the pack.  Still, keeping up with U.S. averages in
the middle of a record-breaking expansion is no
mean feat.
Also, Fairfield County’s extraordinarily high
income reflects, in large measure, its proximity to
New York City.  In 1997, Fairfield County was sec-
ond only to New York County in per capita income
rank.  And seven of the top ten U.S. counties are
in the metro New York City area.  Connecticut’s
second-highest ranking county is Hartford, well
down the list at 60.  Middlesex is 72, New Haven
is 79, Litchfield is 80, New London is 141, and
Tolland is 199.  There are, however, 3,110 counties
in the U.S.  So even a rank of 200 puts a county in
the top 6% of counties nationwide. 
But for the state’s lead in per capita income to
widen, Connecticut’s per capita income must grow
at a rate that exceeds the nation’s.  Historically,
this has happened.  During the 1980s expansion,
Connecticut incomes grew at a real (inflation
adjusted) average annual rate of 4.6%.  Real per
capita income in the nation grew at just a 2.8%
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erate.  During Connecticut’s 1990s recovery, which
began in earnest in 1993, its per capita income has
grown an average of 2.0% per year while U.S. per
capita income has grown at a 1.4% rate.
During the 1980s, each Connecticut county con-
tributed to the state’s growing hegemony in
income.  Fairfield County income grew by an aver-
age annual rate of 5.6% in real terms.  The rest of
the state pulled its weight too, growing at an aver-
age annual rate of 4.1% and beating the 2.8% U.S.
growth rate by a factor of 1.5.  By the 1990s, how-
ever, the geographic pattern of growth had changed
and Fairfield had to go it alone.  Between 1993 and
1997, Fairfield’s real per capita income grew 2.9%
per annum.  The rest of the state grew at only a
1.5% rate—or at just about the U.S. average.  All
of the state’s recent gain in its per capita income
advantage, therefore, is due overwhelmingly to the
performance of the Fairfield County economy.
Why the Shift?
Why has the locus of income growth shifted so
much in Fairfield’s favor?  Let’s compare the com-
ponents of growth in Fairfield and in the rest of the
state to find clues for the shift.  
Personal income has three parts: (1) earnings
from wages, salaries and proprietor’s income; (2)
dividends, interest and rent; and (3) transfer pay-
ments (primarily Social Security benefits).  One
might speculate that Fairfield County’s exalted
position reflects the importance of dividend income
or massive dividend gains made in runaway finan-
cial markets.  Not so.  Granted, Fairfield’s propor-
tion of dividend income is higher than is the rest
of the state’s, but there isn’t a yawning gap
between the numbers.  In 1997, 22% of Fairfield
County’s income came from dividends, interest and
rent.  For the rest of the state, the figure was 17%.
More surprising, and more important, dividend
interest and rental income accounted for a bigger
part of the net increase in income in the rest of the
state than it did in Fairfield.  In Fairfield, dividend,
interest and rental income was the source of 27%
of the net income increase between 1993 and 1997.
In the rest of the state, that figure was 36% (bar
chart upper right).  So dividends actually played a
relatively bigger role in the income gains beyond
Fairfield County than within it.
How about transfers as a source of income
growth?  Transfer payments account for about 10%
of personal income in Fairfield County and 15% of
total income in the rest of the state.  But in
Fairfield, transfer payments were the source of just
5% of the net increase in income between 1993
and 1997.  Beyond Fairfield, by contrast, transfer
payments were the source of 15% of the net
increase in income.
So if both dividend income and transfer income
played a smaller role in Fairfield County’s income
increase than in the rest of the state, what was the
driving force behind Fairfield’s big gain?  You
guessed it, wages and salaries. Fairfield county and
the rest of the state draw income from wages,
salaries and proprietor’s
income in comparable pro-
portions: 69% in Fairfield
County, 67% in the rest of
the state.  But for the seven
counties beyond Fairfield,
wages are not a big driver
of income gains.  Of the net
increase in income, only
49% came from wage,
salary and proprietor earn-
ings.  For Fairfield County,
these earnings accounted
for 68% of the income gain.
And Fairfield County has
had the good fortune to
experience job growth in
the highest paying and most
productive sector of the economy: finance, insur-
ance and real estate (FIRE).  Between 1993 and
1997, FIRE jobs grew 2% in Fairfield County and
average real earnings per job jumped 40%.  In the
rest of the state, the average real wage in FIRE also
grew, but only by 15%.  While Fairfield County was
adding jobs in FIRE, morever, the rest of the state
was losing them.  FIRE employment for the counties
beyond Fairfield dropped some 15% over the period,
so on balance, FIRE made no contribution to aver-
age real earnings growth in the rest of the state. 
Both Fairfield County and the rest of the state
lost jobs in manufacturing even while real manu-
facturing earnings were on the rise.  For Fairfield,
the rise in earnings more than offset the fall in
jobs, so manufacturing was a source of income
growth for this county.  For the rest of the state on
the other hand, wage gains did not offset job loss-
es, so manufacturing was a net drain on income.
Beyond the border of Fairfield County, the ser-
vice sector accounted for virtually the entire gain
in real income from earnings—88% of the total.
Though the actual increase in real earnings per job
was small (3%), the increase in the number of ser-
vice jobs was, at 12%, significant and by far the
biggest increase of any sector.  Services were
important for Fairfield too, but relatively less so.
Service jobs there grew 12% and the average real
wage grew 8%, but because of the strength of
other sectors, these gains translated into just 35%
of the total increase in income.
The Bottom Line
Connecticut’s growing income lead is really the
story of a burgeoning Fairfield County economy.
The rest of the state, though still ahead of the
nation, has seen its lead slip. Fairfield’s advantage
comes not from a higher propensity to clip bond
coupons, but from higher earnings that reflect
strong job growth, particularly in attractive sectors
such as FIRE. Connecticut achieved its income
dominance as the result of contributions from all
regions of the state over many years.  If they are to
help sustain that lead, the counties beyond
Fairfield have some catching up to do.
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Source: Developed by The Connecticut Economy based on data
from the Bureau of Economic Analysis.